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Foreword 

The  report  on  which  this  statement  is  based  was  an  attempt  to 
measure  the  impact  of  World  War  II  on  the  financial  structure  of  agri- 
culture in  the  United  States.  A  30-billion-dollar  increase  in  the  equi- 
ties of  all  owners  of  farms  and  all  tenant  farmers  during  this  war  has 
seemingly  placed  agriculture  in  a  strong  financial  position.  More- 
over, about  12  billion  dollars  of  cash  and  other  liquid  intangible  assets 
owned  by  farmers  on  January  1,  1944  give  agriculture  as  a  whole  an 
added  flexibility  for  meeting  post-war  adjustments. 

But  it  must  be  remembered  that  a  major  part  of  the  increase  in 
equities  is  the  result  of  higher  prices  and  higher  valuation  of  farm  real 
estate.  Equities  in  the  future  wall  be  influenced  greatly  by  the  future 
level  of  prices  as  well  as  by  the  amount  of  debt  that  farmers  incur  and 
the  uses  they  make  of  their  accumulated  war  bonds,  bank  deposits,  and 
currency.  How  farmers  spend  or  use  their  wartime  accumulations 
may  well  influence  the  financial  welfare  of  farm  families  for  the  next 
two  or  three  decades. 

An  understanding  of  the  many  and  diverse  effects  of  the  war  on 
agriculture  and  rural  people  is  necessary  to  the  success  of  any  future 
effort  directed  toward  making  and  keeping  agriculture  a  healthy  seg- 
ment of  our  national  economy.  It  is  hoped  that  this  statement  will 
contribute  to  that  end. 

H.  R.  Tolley 
Chief,  Bureau  of  Agricultural  Economics. 
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Explanatory  Note 

This  is  a  summary  of  a  more  comprehensive  report  called  Impact  of  the  War 
on  the  Financial  Structure  of  Agriculture  issued  in  September  1944,  copies  of 
which  may  be  obtained  from  the  Bureau  of  Agricultural  Economics,  United  States 
Department  of  Agriculture.  The  project  for  developing  materials  for  this  report 
was  organized  in  the  office  of  the  Chief  of  the  Bureau  of  Agricultural  Economics 
under  the  leadership  of  Bushrod  W.  Allin. 

The  members  of  the  project  committee  were  the  following:  Norman  J.  Wall, 
Chairman;  Wylie  D.  Goodsell,  Charles  A.  Gibbons,  Richard  K.  Smith,  Albert  B. 
Genung,  Albert  R.  Johnson,  Donald  C.  Horton,  Alvin  S.  Tostlebe,  Roy  J.  Bur- 
roughs, Harald  C.  Larsen,  Lawrence  A.  Jones,  Lucy  R.  Hudson,  Sarah  L.  Yarnall. 

Data  on  the  inventory  of  livestock,  crops,  machinery,  and  household  equipment 
were  prepared  under  the  direction  of  the  following  persons:  Livestock — C.  L. 
Harlan;  crops- — C.  E.  Burkhead,  T.  J.  Kuzelka,  H.  L.  Rasor,  J.  A.  Hicks;  machin- 
ery— Selma  F.  Goldsmith,  Harry  C.  Norcross,  Roger  F.  Hale,  Albert  P.  Brodell; 
household  equipment — Grace  M.  Angle,  Dorothy  N.  Chellis. 
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Wartime  Changes  in  the  Financial  Structure 
of  Agriculture 

By  Alvin  S.  Tostlebe,  Donald  C.  Horton,  Roy  J.  Burroughs,  Harald  C 
Larsen,  Lawrence  A.  Jones,  and  Albert  R.  Johnson 

Under  the  direction  of 
Norman  J.  Wall,  Head,  Division  of  Agricultural  Finance 

Introduction 

War  has  a  profound  effect  on  agriculture,  just  as  it  has  on  other 
basic  industries.  Increased  wartime  demand  for  food  and  fibers 
causes  more  funds  to  flow  to  agriculture;  iriean while  higher  production 
expenses,  increased  taxes,  and  other  outlays  result  in  a  greater  out- 
flow. The  market  value  of  assets  like  land,  livestock,  and  crop 
inventories  rises  along  with  other  prices.  Farmers'  debts  change  as 
increased  income  is  used  to  pay  old  debts  and  as  new  debts  are  incurred 
for  such  purposes  as  buying  land,  farm  equipment,  and  livestock. 
Thus  not  only  the  amount  but  also  the  composition  of  farmers'  assets 
and  liabilities  are  affected  directly  by  these  wartime  developments. 

During  and  immediately  after  the  period  of  World  War  I  farmers 
in  the  United  States  experienced  a  boom,  accompanied  by  consid- 
erable speculation  in  land  and  general  inflation  in  commodity  prices. 
Then  after  the  war  they  encountered  the  collapse  of  prices  and  con- 
sequent distress,  some  results  of  winch  persisted  through  most  of  the 
twenties  and  early  thirties.  Of  course  the  physical  assets  did  not 
change  greatly,  but  price  and  equity  relationships  were  violently 
disrupted.  A  balance  sheet  struck  during  the  boom  would  have 
shown  a  seemingly  strong  and  liquid  position  despite  a  rapidly  mount- 
ing volume  of  debt.  After  the  deflation  had  set  in  a  similar  balance 
sheet  would  have  shown  that  assets  had  greatly  depreciated,  liquidity 
had  mostly  disappeared,  and  that  a  huge  volume  of  debt  had  remained. 
This  debt  became  a  heavy  financial  burden  with  the  receding  tide 
of  commodity  prices  and  farm  asset  values. 

Such  a  balance  sheet  at  any  given  time  presents  an  interesting 
still  picture  of  the  financial  structure  of  agriculture.  It  reveals 
that  complex  of  property  rights  under  which  agriculture's  assets  are 
administered  and  its  earnings  in  part  are  distributed.  Needless  to 
say,  this  pattern  of  the  financial  set-up  influences  the  whole  conduct 
of  the  farm  business:  the  stability  of  ownership  of  land  and  equipment, 
the  efficiency  of  production,  and  to  a  large  degree  the  distribution 
of  farm  income.  The  financial  structure  thus  becomes  a  matter  of 
interest  not  only  to  farmers  but  also  to  the  whole  community,  especially 
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to  those  who  sell  goods  to  farmers  and  to  all  those  agencies  whose 
broad  purpose  is  to  promote  a  balanced  economy  within  the  country. 

So  far  during  this  war,  agriculture  has  again  felt  mainly  the  stimu- 
lating influences  of  wartime  buying  of  foods  and  fibers  made  possible 
on  an  enormous  scale  by  the  huge  expansion  of  credit  incident  to  the 
financing  of  a  great  war — even  though  modified  by  certain  brakes  and 
restraints  set  up  by  the  system  of  price  control.  On  the  whole,  this 
is  the  period  of  stimulus  and  expansion,  which  usually  occurs  while  a 
war  is  in  full  blast.  It  seems  timely,  therefore,  to  draw  up  a  list  of 
assets  and  equities  now,  in  order  to  see  clearly  what  significant  changes 
may  have  developed  in  the  country's  farm  business  as  a  whole,  so  far, 
by  the  pressure  of  this  second  World  War,  and  what  the  current 
tendencies  may  indicate  for  the  future. 

The  so-called  balance  sheet  which  follows  is  designed  to  show,  for 
the  last  4  years,  the  principal  changes  that  have  occurred  in  the 
financial  position  of  the  farm  business,  considered  as  one  large 
industry.1 

In  a  country  as  vast  and  as  diversified  in  type  of  farming  as  the 
United  States,  financial  changes  are  not  entirely  uniform  either 
among  the  various  areas  or  among  individuals.  Therefore,  although 
the  consolidated  comparative  balance  sheet  and  income  statement 
which  follow  are  true  of  the  aggregate,  they  do  not  reveal  differences 
in  circumstances  of  States  or  regions,  or  of  individual  farmers.  The 
same  qualification  applies  to  the  description  of  effects  of  individual 
actions  and  of  national  policies. 

Owner  Equities  Increased  30  Billion  Dollars  in  4  Years 

It  appears  that  agriculture  in  the  United  States,  as  measured  by 
the  dollar  value  of  its  physical  goods,  grew  from  a  49-billion-dollar 
industry  to  a  70-billion-dollar  industry  during  the  4  years  ended 
January  1,  1944.  If  certain  intangibles  owned  by  farmers  are  added, 
such  as  cash,  deposits,  and  United  States  savings  bonds,  agriculture 
could  be  rated  as  a  54-billion-dollar  industry  in  1940  and  an  83- 
billion-dollar  industry  in  1944. 

During  these  4  years  the  equities  of  all  owners  of  farm  land  and 
of  all  tenant  farmers  in  this  vast  industry  appear  to  have  increased 
nearly  30  billion  dollars,  whereas  the  holdings  of  mortgagees  and  other 
lenders  to  agriculture  were  reduced  half  a  billion  or  more. 

Thus,  on  the  whole,  the  financial  position  of  the  farm  business 
has  strengthened  during  the  war  years.  It  is  true,  of  course,  that 
many  farmers  have  not  done  as  well  as  the  group;  presumably  others 
have  fared  better. 

i  A  more  complete  discussion  of  the  individual  items  In  this  tabulation  is  given  in  the  full  report.    In 
this  summary,  only  brief  allusion  is  made  to  these  item*. 
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Rise  in  Prices  Chief  Factor  in  Increase  of  Owner  Equities 

A  rise  in  prices  has  been  the  chief  factor  in  the  increase  in  assets, 
and  in  the  increase  in  owner  equities.  The  farm  physical  plant  has 
increased  only  to  a  limited  extent  during  these  4  years.  The  increase 
has  been  greatest  in  livestock.  Some  increase  is  shown  in  crop  inven- 
tory but  virtually  none  in  land,  buildings,  and  machinery. 

In  contrast,  the  valuations  of  tangible  farm  assets  have  increased 
sharply.  The  prices  used  in  these  valuations  are  estimated  to  have 
increased  as  follows  during  the  4-year  period:  Land,  36  percent; 
meat  animals,  85  percent;  crops,  126  percent;  farm  machinery  and 
vehicles,  24  percent. 

Higher  prices  account  for  about  19.7  billion  dollars  of  the  21.1- 
billion-dollar  increase  in  the  valuation  of  tangible  farm  assets.  The 
remaining  increase  of  1.4  billion  dollars  reflects  a  rise  in  phj^sical 
working  capital.  At  the  same  time  that  valuations  of  tangible  assets 
were  thus  increasing,  intangible  assets  consisting  of  United  States 
savings  bonds,  cash,  bank  deposits,  and  warehouse  receipts  also 
increased  some  8.0  billion  dollars.  These  increases  in  assets,  totaling 
about  29.1  billion  dollars,  together  with  a  debt  reduction  of  500  to 
800  million  dollars,  gave  proprietors  an  interest  in  agriculture  on 
January  1,  1944,  that  was  nearly  30  billion  dollars  larger  than  on 
January  1,  1940  (table  1). 


Table  1. 


-Consolidated  comparative  balance  sheet  of  farms  of  the    United  States 
1940-U  1 


Item 


Asset  items: 
Tangibles: 

Real  estate 

Non-real-estate: 

Livestock 

Machinery  and  equipment- 
Crops  2 

Household  equipment 

Intangibles: 

Currency  and  deposits 

United  States  savings  bonds.. 

Warehouse  receipts ... 

Other  (in  co-ops)  3 


Total  assets. 


Equity  Items: 
Liabilities: 

Real  estate  mortgages... 

Non-real -estate  debt: 

To  principal  institutions  » 

To  others» 

Proprietors'  equities: 
Farmers'  equity  in  non-real -estate 
Landowners'  equity  in  real  estate . 


Total  equities 


Jan.  1, 
1940 


Million 

dollars 
33,  642 

5,132 
3.135 
2,339 
4,275 


230 
323 


53,  766 


1,940 
1,455 


16,  729 

27, 056 


Jan.  1, 
1941 


Million 
dollars 
34,  026 

5,320 
3,319 
2,493 
4,338 

4,478 
331 
470 
660 


55.  435 


6,534 

2,233 
1,675 

17,  501 

27,  492 


53,766  !  55,435 


Jan.  1, 
1942 


Million 
dollars 
36,  611 

7,042 

3,959 
3,409 
4,513 

5,462 
486 
394 
660 


62,  536 


6,484 


2,331 
1,748 


21.  846 
30, 127 


Jan.  1, 
1943 


Million 
dollars 
39,  963 


Jan.  1, 
1944 


Million 
dollars 
45,  592 


9,  541  9,  526 

4, 157  4, 198 

4,  576  5,  595 

4, 620  4, 


7,362 

1,143 

490 

660 


72,  512 


2,390 
513 


82,: 


6,117 


2,512 
1,464 


28,  573 
33.  846 


62,536  I  72,512 


5,635 


2,360 
1,180 


33,  704 
39,  957 


82, 836 


Net  change 
194CM4 


■Million 

Percent     dollars 

+36    +11,950 


+86 
+34 
+139 
+  10 

+140 

+939 

+59 

± 


+4,  394 

+1.  063 

+3.  256 

+424 

+5,  633 

+2,  160 

+190 

± 


54    +29,070 


+22 
-19 


-951 


+420 
-275 


+101   +16,975 
+48    +12.901 


+54  +29.070 


1  All  figures  are  estimated,  the  margin  of  error  varying  with  the  items. 

8  Crops  stored  in  unbonded  warehouses  escape  inclusion  either  in  inventory  or  in  warehouse  receipts. 
Likewise  commodities  in  bonded  warehouses  which  are  not  covered  bv  a  CCC  loanagreementescapetheestimate. 
3  Data  for  1936-38. 

*  Because  of  rounding  of  figures  this  difference  is  1  million  dollars  less  than  a  figure  which  appears  in  the  text. 
6  Gross;  includes  debt  underwritten  by  CCC. 

« These  figures  are  believed  to  be  reasonable  but  they  lack  supporting  evidence. 
1 1ncluding  intangibles. 
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Various  commonly  used  financial  yardsticks  show  the  strengthened 
condition  of  the  farm  business.  For  example,  the  ratio  of  quick 
assets  to  known  non -real-estate  debt  was  2.4  to  1  at  the  beginning  of 
1940  but  had  risen  to  5.3  to  1  at  the  beginning  of  1944.  Livestock 
values  alone  exceeded  such  debts  in  the  ratio  of  2.6  to  1  on  January  1, 
1940,  but  4  years  later  livestock  exceeded  non-real-estate  debt  by  4.0 
to  1.  The  ratio  of  real  estate  valuation  to  mortgage  debt  rose  from 
5.1  to  1  on  January  1,  1940  to  8.1  to  1  on  January  1,  1944.  Many 
farmers  could  easily  pay  their  near-term  obligations  out  of  quick 
assets  or  from  a  portion  of  their  other  working  capital.  In  general, 
the  more  distant  obligations  of  farmers  are  also  moderate  relative  to 
fixed  assets. 

It  is  important  that  farmers  comprehend  the  nature  of  the  changes 
in  these  assets  and  equities.  Some  of  the  wartime  accumulations  of 
savings  bonds  and  cash  should  be  regarded  as  reserve  funds  to  replace 
worn-out  or  obsolete  farm  plant  and  equipment.  These  accumulations 
will  permit  the  needed  adjustments  in  farming  programs  that  are  in 
keeping  with  the  future  demand  for  farm  products.  Cautious  pro- 
prietors will  consider  the  possibility  that  the  19.7-billion-dollar  in- 
crease in  tangible  farm  assets  resulting  merely  from  price  advances 
may  be  ephemeral.    It  can  disappear  as  quickly  as  it  came. 

Income  to  Operators  Increased  by  More  Than  7  Billion  Dollars 

Increase  in  farm  income  has  been  the  chief  cause  of  the  rise  in  in- 
tangible farm  assets  and  of  the  reduction  of  farm  debt. 

The  4-year  income  statement  which  follows  (table  2)  may  be 
viewed  as  the  record  of  production  and  marketing  transactions  that 
have  affected  the  balance  sheet  within  that  period.  To  a  large  extent 
it  ignores  capital  transactions  or  any  asset  write-ups  that  are  due 
merely  to  price  changes.  For  purpose  of  comparison  a  table  is  also 
given  showing  like  data  during  the  first  World  War  (table  3) . 

The  income  statement  for  1940-43  reflects  directly  how  war  has  stim- 
ulated the  flow  of  funds  into  and  out  of  agriculture.  From  1940  to  1943 
cash  farm  income,  from  products  sold  and  from  Government  payments, 
rose  from  9.1  billion  dollars  to  nearly  19.9  billions,  an  increase  of  119 
percent.  Moreover,  during  those  years  gross  income  from  agriculture 
increased  faster  than  production  costs,  excluding  labor.  As  a 
result,  total  net  return  to  labor  and  investment  increased  from  about 
6.5  billion  dollars  in  1940  to  15.8  billions  in  1943.  The  final  net  return 
to  farm  operators  and  their  families,  from  farm  operations  plus 
Government  payments,  increased  from  about  4.8  billion  dollars  in 
1940  to  12.4  billions  in  1943. 

The  increase  in  income  was  due  in  part  to  greater  output  but  in  large 
measure  it  was  due  to  higher  prices.     Production,  as  measured  by 
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volume  of  farm  marketings  and  home  consumption,  increased  17  per- 
cent during  the  period,  while  prices  received  for  farm  products  rose  92 
percent  (1910-14=100).  Over  and  over,  this  phenomenon  of  rising 
prices  in  wartime  manifests  its  effect  upon  the  farm  business.  Prob- 
ably in  no  other  industry  are  the  economic  consequences  of  a  radically 
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FIGURE   1. — AGRICULTURAL  PRODUCTION.   PRICES.  AND    INCOME.    UNITED  STATES, 

1910-44 

From  1915  to  1918  cash  farm  income  from  marketing  increased  from  6.4  billion 
dollars  to  13.5  billion  dollars,  or  110  percent.  From  1940  to  1943  cash  farm 
income  from  marketing  and  from  Government  payments  increased  from  9,106 
million  dollars  to  19,924  million  dollars,  or  119  percent.  During  both  wars 
the  increase  was  due  mainly  to  higher  prices  but  partly  to  increased  production. 
From  1915  to  1918  prices  received  by  farmers  increased  106  percent  and  agri- 
cultural production,  so  far  as  measured  by  marketings  and  home  consumption, 
increased  5  percent.  Comparable  increases  from  1940  to  1943  were  92  and 
17  percent. 


Figure  1  shows  the  relative 
during   the   two   war 


income 


altered  price  level  more  far  reaching, 
changes  of  production,  prices,  and 
periods. 

It  is  apparent  that  this  income  has  had  its  origin  chiefly  in  an  en- 
larged demand  for  farm  products  from  our  own  civilian  population 
with  its  increased  buying  power,  plus  the  buying  for  military  needs 
and  lend-lease. 
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Table   3. — Consolidated  income  statement  for  farms  of  the    United  States,   1915 

and  1918  l 


rtem 

No. 

Item 

1915 

1918 

1 

Gross  income  from  agriculture: 

Million  dollars 
6,  403 
1,131 
434 

Million  d 

13,461 

2.153 

618 

oil  an 

2 
3 

Value  of  products  retained  on  farms  for  home  consumption. 

Nonlabor  production  costs: 

16.232 

4 

411 
205 
172 
46 
7  Q 
273 
437 
279 

1,106 
513 
317 
190 

1,206 
381 
780 
355 

5 

6 

Fertilizer  and  lime  bought ...  ..  . 

7 

8 

9 

10 

Other  operating  expenses ..  .  .        ._.  ._. __ 

11 

Adjustment  for  changes  in  inventory  3_ 

-4,  851 
+39 

12 

+73 
5,432 

1,  335 

Net  income  from  agriculture ..  ... - 

13 

11.420 

14 

0 

0 

Total  net  return  to  labor  and  investment. 

Return  to  labor: 

15 

.... 5.432 

11.420 

16 

815 

17 

18 

Operators' labor .      .  . 

Net  return  to  investment  in  farming: 
Return  to  capital- 
Net  return  to  landlords  not  on  farms  4 

19 

366 
314 

797 
417 

20 

21 

Return  to  management- 

22 

23 

3.937 
5,432 

8,871 

Total  net  return  to  labor  and  investment 

11,  420 

i  The  margin  of  error  varies  from  item  to  item. 

2  Includes  an  allowance  for  interest  on  one  important  unknown  debt  element. 

1  Market  value,  in  terms  of  prices  at  the  end  of  the  year,  of  the  increase  or  decrease  in  the  quantities  of 
crops  on  farms  for  sale  or  of  numbers  of  livestock,  whether  or  not  for  sale. 

*  After  subtraction  of  taxes  and  estimated  mortgage  interest  and  other  expenses  paid  by  such  landlords. 

« Includes  adjustment  for  changes  in  inventory.  Difference  between  item  15  and  the  sum  of  items  16, 
19,  and  20.  The  distribution  of  item  23  to  the  respective  shares  belonging  under  items  17,  18,  21,  and  22 
has  not  been  determined. 

The  highest  rate  of  increase  in  income  occurred  in  the  Great  Plains 
States  (the  Dakotas,  Nebraska,  and  Kansas),  where  it  amounted  to 
214  percent  during  this  4-year  period.  But  income  was  low  there  at 
the  beginning,  because  of  bad  crop  years.  The  smallest  rate  of 
increase  was  in  the  North  Atlantic  States — about  92  percent.  Almost 
one-fourth  of  the  total  farm  income  in  1943  was  received  in  the  five 
Corn  Belt  States:  Ohio,  Indiana,  Illinois,  Iowa,  and  Missouri.  The 
States  showing  farm  income  in  excess  of  a  billion  dollars  in  1943  were 
Iowa,  1,574  million  dollars;  California,  1,503  million  dollars;  Texas, 
1,164  million  dollars;  and  Illinois,  1,147  million  dollars.  The  regional 
differences  in  cash  farm  income  may  be  seen  readily  in  figure  2. 
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CASH   INCOME  FROM   FARM  MARKETING* 
BY  REGIONS,  1939-43 


Figure  2. — The  highest  rate  of  expansion  in  cash  farm  income  from  marketing 
(excluding  Government  payments)  occurred  in  the  Great  Plains  States  (the 
Dakotas,  Nebraska,  and  Kansas),  where  the  1943  income  was  297  percent  of 
1940  income.  Income  at  the  beginning  of  the  period  in  this  region,  however, 
was  relatively  low  because  of  low  yields.  The  smallest  rate  of  increase  took 
place  in  the  North  Atlantic  States,  where  the  1943  income  was  186  percent  of 
1940.  Almost  one-fourth  of  the  total  cash  farm  income  (excluding  Government 
payments)  in  1943  was  received  in  the  five  Corn  Belt  States  of  Ohio,  Indiana, 
Illinois,  Iowa,  and  Missouri.  The  States  receiving  cash  farm  income  in  excess 
of  a  billion  dollars  in  1943  were  Iowa,  California,  Texas,  and  Illinois. 

Real  Estate  Is  the  Farmer's  Principal  Asset 

Real  estate  is  by  far  the  farmer's  most  valuable  single  asset.  The 
total  value  of  farm  land  and  buildings  rose  from  33.6  billion  dollars 
in  1940  (Census  figure)  to  an  estimated  45.6  billions  in  1944.  The 
amount  of  land  in  use  has  remained  relatively  unchanged. 

Real  estate  values  had  been  stable  through  the  5-year  period  1937- 
41  at  about  85  percent  of  the  1912-14  average  and  16  percent  above 
the  1933  low.  Then  a  stronger  current  of  demand  began  to  run 
through  the  land  market.  Prices  began  to  rise  rapidly  from  the 
latter  part  of  1941.  During  1942  they  rose  about  10  percent  and  in 
the  year  ended  March  1944  about  15  percent  (fig.  3). 

The  whole  rise  in  farm  real  estate  values  during  the  4  years  ended 
March  1944  amounted  to  36  percent.  This  was  about  the  same  per- 
centage rise  as  occurred  during  a  like  period  of  the  first  World  War; 
that  is,  in  the  4  years  after  March  1915.  However,  the  average  level 
of  values  in  this  more  recent  period  has  been  only  about  four-fifths  as 
high  as  it  was  in  1915-19.  Surveys  made  by  the  Bureau  of  Agricul- 
tural Economics  indicate  that  about  two-thirds  of  all  farms  bought 
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FIGURE  3. — FARM   REAL  ESTATE:   AVERAGE  VALUE  PER  ACRE.  1910-34  AND  1935-44 

During  and  immediately  following  World  War  I,  farm  real  estate  values  rose 
rapidly,  reaching  170  percent  of  the  1912-14  average  in  1920.  Between  1920 
and  1922  values  dropped  rapidly  and  from  1922  to  1930  a  gradual  decline 
occurred.  Thereafter  to  1933  a  severe  decline  took  place.  In  the  5-year 
period  1937-41  real  estate  values  were  fairly  stable  at  a  level  16  percent  above 
the  1933  low  and  85  percent  of  the  1912-14  average.  In  the  latter  part  of  1941 
prices  began  to  rise  rapidly.  The  rise  in  farm  real  estate  values  during  the  4 
years  ended  March  1944  amounted  to  36  percent.  This  was  about  the  same 
percentage  rise  as  occurred  during  the  4  years  ended  March  1919,  the  corre- 
sponding period  of  the  first  World  War.  However,  the  average  level  of  values 
in  this  more  recent  period  is  only  about  four-fifths  as  high  as  in  the  first  war. 

during  the  last  few  years  have  been  bought  by  farmers  for  actual 
operation  by  themselves. 

The  question  of  land  values  deserves  more  than  ordinary  attention 
now,  both  because  of  the  sharp  rise  which  has  occurred  so  far  in  the 
war  years  and  because  of  the  serious  possibility  of  a  "boom"which 
might  bring  on  another  disaster,  among  overextended  buyers,  such  as 
happened  after  the  other  war  when  prices  collapsed.  The  present  rise 
has  not  been  uniform  all  over  the  country.  In  some  sections  there 
has  been  little  boosting  of  prices,  while  in  others  something  like*  a 
genuine  boom  already  is  under  way.  Average  changes  in  value  per 
acre  are  shown  in  figure  3  and  regional  differences  in  total  value  in 
table  4. 

The  greatest  increases  in  land  prices  between  1940  and  1944  have 
been  in  the  Corn  Belt  and  the  South  Central  States,  where  values 
are  up  41  percent  from  1940.  Increases  almost  as  large  were 
reported  from  the  Mountain  and  Pacific  regions — 43  and  40  percent 
respectively.     In  the  North  Atlantic  States  the  rise  has  been  19  per- 
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cent;  in  Oklahoma-Texas,  26  percent  (table  4).2  In  4  States — South 
Carolina,  Indiana,  Colorado,  and  Wyoming — values  are  50  percent  or 
more  above  the  1940  level;  in  11  States  the  increase  has  ranged  from 
40  to  49  percent. 

Table  4. — Farm  real  estate:  Estimated  total  value  of  farm  land  and  buildings, 
by  selected  regions,  by  years,  1915-20  and  1940-44 


WORLD 

WAR  I  PERIOD 

Year 

United 
States  > 

North 
Atlantic2 

South 
Atlantic3 

South 
Central  * 

Lake 
States  « 

Corn 
Belt* 

Okla- 
homa- 
Texas 

Great 
Plains  i 

Moun- 
tain 8 

Pacific  • 

1915 

1916 

1917 

1918 

1919 

1920 

Million 
dollars 
39,  597 
42.  271 
45,  531 
49,  986 
54,  539 
66,  316 

Million 
dollars 
3,080 
3,142 
3,329 
3,448 
3,525 
3,920 

Million 
dollars 
2,604 
2,875 
3,145 
3,543 
4,225 
5,202 

Million 
dollars 
2,407 
2,650 
2,941 
3,431 
3.937 
4,891 

Million 
dollars 
3,947 
4,406 
4,823 
5,333 
5,676 
6,926 

Million 
dollars 

13,  425 

14,  407 
15, 124 

16,  383 

17,  677 
21,  978 

Million 
dollars 
2,956 
3,032 
3,382 
3.891 
4,136 
5,064 

Million 
dollars 
6,185 
6,576 
7,037 
7,778 
8,702 
10,  504 

Million 
dollars 
1,801 
1,886 
2,109 
2,335 
2,651 
3,163 

Million 
dollars 
3,191 
3,297 
3,640 
3,845 
4,011 
4,669 

WORLD  WAR  n  PERIOD 


1940 
1941. 
1942_ 
1943_ 
1944. 


33,  642 

2,780 

3,160 

3,135 

3,544 

9,031 

3.421 

3,555 

1,780 

34,  026 

2,797 

3,241 

3,229 

3,546 

9.211 

3,429 

3,482 

1,821 

36,  611 

2,892 

3,438 

3,534 

3,815 

10. 193 

3,644 

3,666 

1,968 

39,  963 

3,118 

3,756 

3,844 

4,141 

11, 198 

3,855 

4,069 

2,184 

45,  592 

3,306 

4,293 

4,430 

4,653 

12,  739 

4,309 

4,798 

2,547 

3,237 
3,268 
3,461 
3,798 
4,518 


*  Because  of  rounding,  figures  may  not  add  to  totals. 

2  Maine,  New  Hampshire,  Vermont,  Massachusetts,  Rhode  Island,   Connecticut,  New  York,  New 
Jersey,  and  Pennsylvania. 
8  Delaware,  Maryland,  Virginia,  West  Virginia,  North  Carolina,  South  Carolina,  Georgia,  and  Florida. 

*  Tennessee,  Kentucky,  Alabama,  Mississippi,  Arkansas,  and  Louisiana. 
f  Michigan,  Wisconsin,  and  Minnesota. 

6  Ohio,  Indiana,  Illinois,  Missouri,  and  Iowa. 

7  North  Dakota,  South  Dakota,  Kansas,  and  Nebraska. 

'  Montana,  Idaho,  Wyoming,  Colorado,  New  Mexico,  Arizona,  Utah,  and  Nevada. 
»  Washington,  Oregon,  and  California. 

Relative  increases  in  value  since  1940  in  the  Corn  Belt,  Mountain, 
and  Pacific  regions  have  been  substantially  larger  than  reported  for 
those  regions  during  1915-19.  The  increases  have  been  about  the 
same  as  in  the  earlier  war  period  in  the  North  Atlantic  and  Great 
Plains  regions,  with  smaller  increases  reported  for  all  other  regions. 
In  the  South  Atlantic  States  land  values  increased  62  percent  from 
1915  to  1919,  and  only  36  percent  for  the  1940-44  period  (table  4). 


Non -Real- Estate  Physical  Inventories  on  Farms 

Next  to  farm  real  estate  in  importance  in  the  balance  sheet  of  agri- 
culture is  the  inventory  of  other  physical  assets.  Such  inventories  on 
farms  were  estimated  at  14.9  billion  dollars  as  of  January  1,  1940  and 
24.0  billion  dollars  as  of  January  1,  1944,  an  increase  of  about  9.0 


'  The  percentage  changes  in  real  estate  values  here  reported  differ  slightly  from  those  appearing  in  the 
full  processed  report  which  are  based  on  weighted  index  numbers.  The  corresponding  percentages  in  this 
summary  are  based  on  estimated  total  values. 
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billion  dollars  or  about  60  percent.3  The  various  types  of  assets  in- 
cluded under  this  classification  showed  the  following  percentage  in- 
creases in  valuation  during  the  4-year  period:  Livestock,  86;  crops, 
139;  machinery  and  equipment,  34;  and  household  equipment,  10. 
Year-to-year  chauges  in  such  inventories  are  shown  in  table  5. 

Table  5. — Inventory  value  of  non-real-esiaie  -physical  assets  on  farms,  by  classes, 


January  1. 


United  States 


Class 

1940 

1941 

1942 

1943 

1944 

1,000  dollars 
5, 132,  448 
2.  338.  819 
3. 135,  000 
4,  275,  000 

1,000  dollars 
5,  320.  000 

2,  462.  780 

3,  319,  000 

4,  338,  000 

1,000  dollars 
7, 041,  633 
3,  408.  726 

3,  959,  000 

4,  513,  000 

1,000  dollars 
9,  540,  681 
4,  576,  475 
4, 157,  000 
4,  620.  000 

1,000  dollars 
9.  525,  543 

Crops  -' 

Machinery 

Household  equipments     

5,  594,  644 

3  4, 198,  000 

4,  699  000 

United  States  total 

14, 881,  267 

15,  469,  780 

18,  922.  359 

22,  894, 156 

24,  017, 187 

1  Includes  horses,  mules,  cattle,  hogs,  sheep,  and  poultry. 

'  Includes  grains,  hay  and  forage,  oil  crops,  vegetables,  tobacco,  and  miscellaneous  crops. 

3  Preliminary. 

Regional  Variations  in  Non-Real- Estate  Inventories 

All  areas  of  the  country  have  shown  increases  of  at  least  50  percent 
in  the  value  of  their  non-real-estate  farm  inventories  during  the  period 
from  January  1,  1940  to  January  1,  1944  (table  6).  The  expansion  in 
livestock  numbers  and  the  rapid  rise  in  prices  of  both  livestock  and 
crops  have  accounted  for  the  major  part  in  the  increase  of  such 
inventory  of  values. 


*  These  value  estimates  are  based  upon  the  quantity  of  livestock,  crops,  and  machinery  on  farms  January 
1,  multiplied  by  the  farm  value  per  unit  of  such  items.  January  1  values  per  unit  were  used  for  livestock  and 
machinery.  Most  of  the  crops  were  valued  at  December  15  farm  prices  although  season  average  prices,  for  De- 
cember lvalue  per  unit,  were  used  in  a  few  instances.  In  the  following  discussion  the  inventory- value  fluctua- 
tions reflect  changes  in  the  quantity  as  well  as  the  price,  although  in  most  cases  it  was  found  that  price  changes 
have  a  somewhat  greater  influence.  The  over-all  effect  of  either  price  or  quantity  is  difficult  to  show  be- 
cause of  complications  in  finding  a  common  base  which  can  be  used  in  totaling  the  various  classes  of  physical 
inventories.  However,  in  the  discussion  of  the  classes  an  effort  is  made  to  show  both  numbers  and  prices  for 
individual  items.  The  amount  of  crops  held  by  farmers  on  farms  under  seal  of  the  Commodity  Credit 
Corporation's  loan  program  are  included.  Commodities  held  under  such  loans  but  stored  in  warehouses, 
elevators,  etc.  off  the  farm  are  excluded. 
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The  largest  regional  increase  in  terms  of  dollars  was  in  the  Corn 
Belt,  which  accounted  for  $2,  536,000,000,  or  28  percent  of  total 
increased  value  of  all  inventories  of  this  type  on  farms  in  the  United 
States  between  1940  and  1944.  In  this  region  the  total  of  these 
inventories  increased  91  percent  during  the  4-year  period,  while 
values  of  livestock  increased  97  percent;  crops,  130  percent;  and  ma- 
chinery inventories  increased  40  percent.4  The  largest  relative 
increase  was  shown  in  the  Great  Plains  area  where  the  increase 
between  January  1,  1940  and  1944  amounted  to  $1,448,000,000  or 
124  percent.  In  this  region  livestock  inventories  increased  120  per- 
cent and  crops  nearly  250  percent,  whereas  machinery  inventory  in- 
creased only  36  percent. 

The  smallest  relative  increase  in  total  non-real-estate  physical 
inventories  between  January  1,  1940  and  January  1,  1944  occurred 
in  the  North  Atlantic  States.  This  increase  was  only  54  percent. 
The  livestock  inventory  in  this  region  increased  about  75  percent, 
while  crops  increased  about  65  and  machinery  about  20  percent. 

Intangible  Assets  Have  Increased  Also 

The  largest  item  in  the  category  of  intangible  assets  as  of  the 
beginning  of  1944  is  9.7  billion  dollars  of  bank  deposits  and  currency 
owned  by  farm  operators.  This  figure  has  nearly  doubled  since  Pearl 
Harbor.  Farmers'  demand  deposits,  as  checking  accounts  are  called, 
have  increased  at  a  more  rapid  rate  during  the  war  years  than  have 
checking  accounts  of  other  depositors  (not  including  those  of  the 
Federal  Government). 

Despite  rising  income-tax  payments,  United  States  savings  bond 
purchases,  and  debt  reduction,  demand  deposits  of  farmers  continue 
to  increase  month  by  month.  A  high  level  of  cash  farm  income  has 
not  been  fully  offset  by  so  high  a  level  of  cash  outlays  for  consumer 
goods,  equipment,  and  operating  expenses.  Many  goods  have  not 
been  available  in  nearly  the  quantities  that  farmers  could  have  used 
and  have  paid  for  (fig.  4  and  table  7). 

The  strong  cash  position,  typical  of  agriculture  as  a  whole,  augurs 
well  for  its  capacity  to  meet  future  contingencies.  It  is  entirely 
probable,  however,  that  hundreds  of  thousands  of  lower  income 
farmers,  though  benefiting  from  higher  wartime  income,  have  ac- 
cumulated   comparatively  small  amounts  of  deposits  and  currency. 


*  Figures  on  the  regional  distribution  of  household  equipment  are  not  now  available  and  it  has  been  as- 
sumed in  estimating  total  changes  in  inventory  values  that  the  value  of  such  equipment  was  distributed  by 
regions  in  the  same  proportion  as  other  non-real-estate  physical  assets 
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Figuhe   4. — Farmer-owned   demand    deposits,    cash   farm    income,    and    rural 
retail  sales,  United  States,  1935-44 

Demand  deposits  of  farmers  continue  to  increase  month  by  month  during  the 
war.  A  high  level  of  cash  farm  income  has  not  been  fully  offset  by  so  high  a 
level  of  cash  outlays  for  consumer  goods,  farm  equipment,  and  farm  opera- 
ting expenses  nor  by  income-tax  payments,  purchases  of  savings  bonds  and 
debt  reduction. 

United  States  savings  bonds  constitute  the  second  largest  intangible 
item  on  the  agricultural  balance  sheet.  In  the  4  years  preceding 
January  1,  1944,  farmers  purchased  series  D  and  E  bonds  at  an  esti- 
mated cost  of  2,031  million  dollars  (table  8).  During  the  same  period 
they  paid  an  estimated  170  million  dollars  for  series  F  and  G  bonds. 
Allowance  for  bonds  bought  before  1940,  for  cashing,  and  for  changes 
in  redemption  value  makes  it  appear  that  farmers'  holdings  of  these 
bonds  on  January  1,  1944,  amounted  to  about  2.4  billion  dollars. 
About  90  percent  of  these  bonds  are  believed  to  be  of  series  E,  and  a 
large  part  of  the  remainder  are  of  series  F  and  G.  Most  of  the  bonds 
now  held  were  acquired  after  Pearl  Harbor.  It  is  quite  generally 
believed  that  farmers  have  cashed  very  few  of  the  bonds  purchased, 
and  such  evidence  as  has  been  gathered  indicates  that  their  record  in 
this  respect  is  considerably  better  than  average.  Some  cashing  of 
bonds  has  been  observed  in  connection  with  land  purchases. 

Warehouse  receipts  worth  more  than  a  half  billion  dollars  are 
estimated  as  held  by  farmers  on  January  1,  1944. 

Farmers'  financial  interest  in  cooperatives  was  around  660  million 
dollars  shortly  before  this  war  began.  Other  intangibles  held  by 
farmers  for  which  no  estimate  has  been  made  are  probably  relatively 
small. 
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Table  7. — Index  numbers  of  farmer-owned  deposits  by  specified  regions,  annually 
1924-4%,  monthly  January  1948-January  1944  1 

[1924-29=100] 


Year  and  month 

20  leading 
agricul- 
tural 
States  2 

5  Corn 

Belt 
States  3 

8  cotton- 
growing 
States « 

8  Range 
States « 

3  Lake 
States  • 

4  Great 

Plains 
States  1 

Okla- 
homa- 
Texas 

1924 

94.6 
100.4 
100.6 
99.5 
103.3 
101.5 
93.9 
81.4 
64.0 
52.6 
64.2 
(8) 
83.2 
90.1 
89.6 
94.3 
101.8 
116.0 
141.7 
200.9 
177.8 
182.6 
183.8 
183.9 
190.4 
194.9 
201.4 
205.6 
211.0 
220.7 
228.6 
230.1 

232.3 

97.5 
100.4 
101.4 
99.7 
101.6 
99.5 
91.5 
78.9 
60.6 
45.1 
58.2 
(8) 
79.6 
89.3 
91.6 
99.0 
109.4 
128.9 
159.8 
223.4 
196.7 
201.0 
204.0 
205.6 
212.9 
218.2 
223.9 
228.9 
233.  6 
244.8 
254.2 
256.9 

260.6 

95.1 
102.9 
103.6 
100.8 
101.1 
96.5 
83.3 
65.9 
48.9 
45.6 
59.0 
(8) 
81.4 
88.1 
86.8 
91.6 
95.9 
109.9 
138.8 
195.0 
179.5 
183.5 
182.8 
181.6 
186.6 
188.3 
190.9 
193.9 
202.3 
210.6 
218.  3 
221.3 

224.6 

94.9 
94.6 
96.8 
98.6 
107.5 
107.7 
98.4 
85.3 
64.6 
53.8 
61.4 
(8) 
87.6 
94.4 
92.4 
98.0 
105.5 
116.8 
140.8 
211.2 
187.6 
186.5 
189.7 
192.8 
198.6 
200.7 
203.2 
211.0 
221.2 
236.8 
250.9 
255.4 

252.8 

96.6 
100.1 
101.  2 
98.3 
101.7 
101.9 
97.5 
88.9 
71.9 
49.7 
56.9 
(8) 
77.3 
86.3 
87.1 
90.4 
96.8 
105.4 
119.8 
159.4 
141.8 
145.5 
147.9 
149.3 
151.8 
155.4 
160.8 
164.4 
167.5 
172.6 
178.0 
177.2 

178.8 

95.7 

103.8 

101.2 

96.6 

102.2 

100.9 

97.6 

87.2 

68.1 

59.4 

73.1 

(») 

88.4 

88.5 

81.8 

85.0 

90.2 

99.4 

126.6 

195.0 

168.2 

173.5 

177.1 

176.6 

183.4 

188.0 

193.8 

203.6 

208.8 

217.1 

224.1 

225.4 

227.8 

93.7 

1925 - 

101.4 

1926     

95  8 

1927- 

98.9 

1928 

106.3 

1929 

103.9 

1930 --- 

89.6 

1931 

74.0 

1932 

69.7 

1933 

57.1 

1934 

69.9 

1935 

(») 

89.9 

1936 

1937 

99.8 

1938      .     

102.1 

1939 

107.4 

1940          -     .-  -  - 

115.6 

1941 

132.3 

1942 

161.4 

1943:   

244.0 

213.2 

Feb 

225.1 

Mar     

220.9 

218.3 

May -- 

226.5 

234.0 

July      

242.1 

247.8 

Sept 

258.8 

Oct 

270.2 

284.3 

Dec       - 

286.5 

1944: 

284.9 

1  Based  upon  data  reported  by  member  banks  of  the  Federal  Reserve  System  located  in  places  of  less  than 
15,000  population  (1940  Census).  Each  deposit  series  is  weighted,  the  deposits  for  each  State  having  been 
given  a  weight  equal  to  the  proportion,  in  the  base  period,  of  that  State's  cash  farm  income  to  the  total 
cash  farm  income  of  the  group  of  States. 

2  Arkansas,  Georgia,  Illinois,  Indiana,  Iowa,  Kansas,  Michigan,  Minnesota,  Mississippi,  Missouri, 
Nebraska,  New  York,  North  Carolina,  North  Dakota,  Ohio,  Oklahoma,  Pennsylvania,  South  Dakota, 
Texas,  and  Wisconsin. 

3  Ohio,  Indiana,  Illinois,  Missouri,  and  Iowa. 

*  North  Carolina,  South  Carolina,  Georgia,  Alabama,  Mississippi,  Arkansas,  Louisiana,  and  Oklahoma. 
8  Montana,  Colorado,  Arizona,  Idaho,  Nevada,  New  Mexico,  Utah,  and  Wyoming. 
•6  Michigan,  Wisconsin,  and  Minnesota. 
7  North  Dakota,  South  Dakota,  Nebraska,  and  Kansas. 
s  Five  months  of  1935  are  unavailable. 

Such,  in  summary,  are  the  principal  elements  on  the  asset  side  of  the 
farm  balance  sheet,  both  tangible  and  intangible.  The  effect  of  the 
war,  so  far,  has  been  to  enlarge  the  tangible  assets,  in  some  measure 
by  an  increase  of  actual  physical  property,  but  in  much  greater  measure 
by  raising  the  values  of  property  already  owned.  It  has  greatly 
added  to  the  intangible  assets,  as  farm  income  has  been  permitted  to 
accumulate  in  cash  balances  or  has  been  invested  in  securities,  chiefly 
Government  bonds. 
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Table  8. —  United  States  savings  bonds:  Estimated  cost  of  series  D  and  E  purchased 
by  farmers,  by  regions,  194-0-43 


Amount  purchased  1940-43 

1940 

1941 

1942 

Eegion 

Total 

Per 
capita 

Percent- 
age of 
total 

1943 

North  Atlantic  • 

1,000 
dollars 
220,  553 
240,  759 
276,  684 
237,  538 
457,  964 
172,  940 
174, 126 

83,  778 
166,  931 

Dollars 
96.51 
39.82 
38.27 
90.05 
93.72 
56.22 

100.- 36 
76.08 

136. 03 

Percent 
10.86 
11.85 
13.62 
11.70 
22.55 
8.51 
8.57 
4.12 
8.22 

1,000 
dollars 
10,  103 

9,705 
12.  492 
14,  970 
28,  726 

8,146 
10,  140 

3,706 

6,472 

1,000 
dollars 
18,  593 

18,  014 

19,  560 
18,  242 
33,  760 
13,  665 
11,  271 

5,985 
.     12, 374 

1,000 

dollars 
73,  419 
78,  072 
82,  978 
67,  757 

137,  994 
49,  190 
43,  187 
22,  455 
52, 132 

1,000 
dollars 
118,  438 

South  Atlantic 2       

134,  968 

South  Central3 

161,  654 

136,  569 

Corn  Belt 5 

257,  484 

101,  939 

Great  Plains  6 

109,  528 

51,  632 

Pacific8.         .. 

95,  953 

United  States 

2.  031,  273 

67.21 

100.  00 

104,  460 

151,  464 

607, 184 

1, 16S,  165 

i  Maine,  New  Hampshire,  Vermont,  Massachusetts,  Rhode  Island,  Connecticut,  New  York,  New  Jersey, 
and  Pennsylvania. 

2  Delaware,  Maryland,  Virginia,  West  Virginia,  North  Carolina,  South  Carolina,  Georgia,  and  Florida. 

3  Kentucky,  Tennessee,  Alabama,  Mississippi,  Arkansas,  and  Louisiana. 
*  Michigan,  Wisconsin,  and  Minnesota. 

5  Ohio,  Indiana,  Illinois,  Missouri,  and  Iowa. 

6  North  Dakota,  South  Dakota,  Kansas,  and  Nebraska. 

7  Montana,  Idaho,  Wyoming,  Colorado,  New  Mexico,  Arizona,  Utah,  and  Nevada. 

8  Washington,  Oregon,  and  California. 

Calculated  from  data  provided  by  the  Department  of  the  Treasury. 

Liabilities  Have  Decreased  Somewhat 

Turning  now  to  the  liabilities,  the  largest  item  of  debt  is  that 
secured  by  farm  mortgages  (table  9). 

Mortgage  debt. — During  the  first  World  War — 4  years  ended  January 
1,  1919 — the  total  mortgage  debt  increased  more  than  2,100  million 
dollars.  But  this  time,  in  the  4  years  ended  January  1,  1944,  the  debt 
decreased  more  than  950  million  dollars.  Back  at  the  beginning  of  1919 
the  total  outstanding  farm-mortgage  debt  amounted  to  7,137  million 
dollars,  whereas  at  the  beginning  of  1944  it  wTas  only  5,635  million 
dollars. 

Not  only  is  the  debt  smaller  this  time  but  it  rests  upon  more  farms 
than  it  did  before.  Somewhat  under  44  percent  of  all  owner-operated 
farms  are  mortgaged  now,  while  probably  something  under  41  percent 
were  then.  In  other  words,  since  the  average  mortgage  per  farm  is 
smaller  at  present  and  interest  rates  are  much  lower,  the  burden  of 
debt  may  be  regarded  as  definitely  easier  to  carry  now  than  it  was 
during  the  other  war  period.  With  respect  to  this  important  liability, 
the  farm  business  of  the  country — as  matters  stand  so  far — is  in 
decidedly  better  condition  this  time  to  withstand  post-war  shocks. 

The  total  of  farm  mortgages,  representing  what  may  be  called  the 
great  funded  debt  of  agriculture,  is  one  of  the  most  significant  indi- 
cators in  the  farm  financial  picture.  It  is  so  important,  in  appraising 
the  position  of  the  farm  business  at  any  given  time,  and  its  trend  has 
been  so  different  in  this  war  from  that  in  the  first  World  War,  that 
some  further  facts  regarding  the  mortgage  situation  are  worthy  of  note. 
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Mortgage  Debt  Varies  in  Significance  for  Different  Farms 

Unlike  much  of  the  other  data  shown  in  the  balance  sheet  (p.  6), 
the  item  "Keal  estate  mortgages"  applies  to  only  a  part  of  the  farms. 
In  1940,  only  39  percent  of  the  farms  were  mortgaged,  although  these 
farms  on  the  average  were  larger  and  more  valuable  than  those  that 
were  free  from  mortgage.  Mortgaged  farms  accounted  for  43  percent 
of  the  acreage  in  farms  and  47  percent  of  the  value  of  farm  real  estate. 
Average  value  per  acre  of  mortgaged  farms  in  1940  was  $34.71  as 
compared  with  $29.44  for  free-of-debt  farms. 

Wide  variations  are  found  by  areas  in  the  proportion  of  farms  under 
mortgage  and  in  the  amount  of  mortgage  debt  in  relation  to  the  value 
of  the  real  estate  on' which  it  rests.  In  1940  the  proportion  of  farms 
under  mortgage  ranged  by  States  from  less  than  one-fifth  to  more  than 
one-half;  and  the  ratio  of  mortgage  debt  to  the  value  of  mortgaged 
farms  ranged  by  States  from  less  than  one-third  to  almost  three-fifths. 

The  significance  of  mortgage  debt  varies  widely  also  according  to 
the  tenure  arrangements  under  which  the  land  is  operated,  as  is  in- 
dicated by  the  ratios  presented  in  table  10.  Mortgage  debt  is  of  most 
significance  in  connection  with  farms  owned  by  part  owners  (those 
who  own  a  part  and  rent  the  remainder  of  the  land  they  operate). 
The  value  of  mortgaged  part-owner  farms  accounted  for  almost  two- 
thirds  of  the  value  of  all  part-owner  farms  in  1940.  On  the  other  hand, 
mortgage  debt  plays  a  much  smaller  part  in  the  case  of  farms  operated 
by  tenants  and  managers. 

Table  10.- -Selected  farm-mortgage  ratios  by  tenure  under  which  the  land  is  operated, 

January  1,  194-0  J 


All  farms 

Full-owner 

Part-owner 

Rented  and 
manager- 
operated 

Percentage  of  farms  mortgaged 

38.8 
43.1 

47.2 

41.5 
19.6 

41.4 
47.2 

51.6 

42.5 
21.9 

54.7 
64.9 

66.2 

46.9 
31.0 

31.2 

34.3 

Value  of  mortgaged  farms,  as  a  percentage  of  the  value 

38.1 

Mortgage  debt,  as  a  percentage  of  the  value  of  mort- 

37.8 

Mortgage  debt,  as  a  percentage  of  the  value  of  all  farms— 

14.4 

i  Data  are  from  Cooperative  Survey— Farm-Mortgage  Indebtedness  in  the  United  States — Release  No.  1 — 
Number  of  Mortgaged  Farms,  June  1943— and  from  Release  No.  2— Amount  of  Farm-Mortgage  Debt, 
March  1944—  issued  jointly  by  the  Bureau  of  Agricultural  Economics  and  the  Bureau  of  the  Census. 


Because  mortgage  debt  is  of  widely  varying  importance  for  different 
farms,  its  significance  as  an  absorbent  of  increased  wartime  income 
doubtless  has  varied  widely.  High  mortgage  debts  provided  a  good 
outlet  for  this  increased  wartime  income  of  some  of  the  farmers. 
But  farmers  with  no  debts,  or  with  very  small  debts,  would  be  ex- 
pected to  use  their  income  more  freely  to  buy  United  States  savings 
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bonds  or  additional  land  and  to  accumulate  additional  liquid  resources 
in  the  form  of  cash  and  bank  deposits. 

It  seems  probable  that  by  1944  a  distribution  of  mortgaged  farms 
by  debt-to-value  classification  would  still  show  a  large  proportion  of 
the  mortgaged  farms  in  the  relatively  high  debt-to-value  classifica- 
tion and  would  also  show  a  large  proportion  in  the  low  debt-to-value 
classification.  Some  have  paid  down  their  mortgages  to  a  very  low 
figure,  whereas  others  have  recently  bought  farms  at  high  prices  and 


PERCENTAGE  CHANGE  IN  OUTSTANDING  FARM-MORTGAGE 
DEBT,  JAN.  1.  1940- J  AN.  1,1944 


UNITED  STATES 
-14.4  PERCENT 


INCREASE 

fc:-x:l 0. 1  and  over 


BAE  X3768 


Figure  5. — Changes  in  outstanding  farm-mortgage  debt  during  the  4  years 
ended  January  1,  1944  have  ranged  by  States  from  an  increase  of  almost  7 
percent  to  a  decrease  of  almost  40  percent.  Decreases  in  most  of  the  Western 
States  have  been  greater  than  the  average  for  the  country  as  a  whole.  In  only 
6  States  east  of  the  Mississippi  River  did  debt  decline  more  rapidly  than  the 
national  average. 


put  large  mortgages  on  them.  A  change  for  the  worse  in  the  farm- 
income  situation,  therefore,  would  be  likely  to  have  widely  varying 
effects  on  different  farmers  according  to  their  own  current  debt 
situation. 

The  significance  of  the  reduction  of  almost  a  billion  dollars  in 
mortgage  debt  from  1940  to  1944,  therefore,  must  be  evaluated  in 
the  light  of  the  probability  that  even  yet  many  individual  farms  are 
heavily  encumbered.  That  changes  in  mortgage  debt  from  1940  to 
1944  have  been  far  from  uniform  is  indicated  by  the  variations,  by 
States,  from  an  increase  of  almost  7  percent  to  a  reduction  of  almost 
40  percent  (fig.  5). 
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Low  Interest  Rates  Reduce  Burden  of  Debt 

The  significance  of  the  item  "Real  estate  mortgages"  in  the  balance 
sheet  (p.  6)  is  influenced  also  by  the  current  low  level  of  interest 
rates.  The  average  for  the  country  as  a  whole  is  estimated  for  Jan- 
uary 1,  1944  at  4.5  percent.  This  is  to  be  compared  with  4.6  percent 
in  1940,  6.0  percent  in  1930,  6.4  percent  in  1923,  when  the  debt  was 
at  a  peak,  and  6.1  percent  in  1919.  Thus  interest  charges  per  $1,000 
of  farm  real  estate  debt  in  1943  were  at  least  25  percent  below  the 
charges  on  the  same  amount  of  debt  in  1919. 

For  the  country  as  a  whole,  interest  charges  on  mortgage  debt  in 
1943  were  equal  to  only  about  3  percent  of  the  estimated  cash  farm 
income  from  mortgaged  farms.  A  rough  estimate  for  1919  would 
place  the  figure  at  around  7  percent.  There  are  other  fixed  charges 
to  be  met,  of  course,  but  interest  charges  in  the  aggregate  are  now 
relatively  low. 

Care  must  be  exercised  in  the  interpretation  of  average  interest 
rates  for  much  the  same  reason  as  was  pointed  out  in  connection  with 
the  decrease  of  total  mortgage  debt.  In  many  areas  the  "  average" 
interest  rates  conceal  the  presence  of  a  large  group  of  mortgages  with 
low  interest  rates,  which  are  offset  by  another  large  group  of  mort- 
gages with  high  interest  rates.  This  is  particularly  true  in  some  of 
the  southern  and  western  States.  For  farms  encumbered  with  high 
mortgage  debt  in  relation  to  value  and  with  relatively  high  interest 
rates,  interest  charges  may  be  fairly  high  in  relation  to  cash  farm 
income.  Such  situations  occur  frequently  in  a  period  when  farm 
transfers  with  small  owner  equities  are  numerous  and  local  funds  are 
used  to  finance  the  transfer. 

Significance  of  Mortgage  Debt  Depends  Also  on  Lending  Facilities 

How  burdensome  a  mortgage  may  be  in  the  short  run  depends  in 
part  on  whether  the  mortgagee  is  able  to  "ride  through"  for  a  time 
with  the  mortgagor.  Despite  the  increased  importance  of  local 
lenders  as  sources  of  mortgage  credit  in  recent  years,  the  mortgage 
debt  is  still  held  much  more  largely  by  federally  sponsored  and  large 
centralized  lending  institutions  than  was  the  case  after  World  War  I. 
This  situation  simplifies  the  administrative  problems  involved  in 
giving  farmers  temporary  aid  in  times  of  economic  strain.  More- 
over, the  existence  of  refinancing  facilities,  together  with  the  expe- 
rience gained  and  the  precedents  established  in  the  1930's  in  dealing 
with  debt  distress,  all  would  facilitate  speedy  measures  to  deal  with 
farmers'  problems  of  debt  if  the  need  should  arise. 

Such  factors,  which  cannot  be  reflected  in  comparative  balance 
sheets  for  the  two  war  periods,  may  have  considerable  effect  in  times 
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of  low  farm  income.  They  are  of  special  importance  in  the  inter- 
pretation of  the  items  of  the  balance  sheet  that  relate  to  debt,  be- 
cause the  farmers'  debt  problems  have  long  been  recognized  as  ap- 
propriate fields  for  Federal  action. 

Non-Real-Estate  Debt 

Farmers  have  a  variety  of  other  debts  standing  against  them — 
open  accounts,  installment  accounts,  loans  evidenced  by  unsecured 
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figure  6.— Non-Real-Estate  Loans  to  Farmers  held  by  Commercial  banks 
and  Selected  Federal  Agencies,  United  states,  on  Various  Dates,  1914-44 

During  and  immediately  following  World  War  I  non-real-estate  debt  expanded 
rapidly.  On  January  1,  1921,  the  debt  to  institutions  was  nearly  4  billion 
dollars.  By  July  1,  1931,  it  had  shrunk  to  a  little  over  2  billion  dollars.  During 
the  liquidation  of  the  early  1930's  it  was  again  nearly  halved.  As  conditions 
improved,  it  increased.  So  far  during  World  War  II  the  rise  of  this  debt 
has  not  been  so  great  as  during  World  War  I.  Until  the  1930's  almost  all 
the  institutional  non-real-estate  debt  was  held  by  commercial  banks.  Since 
then  loans  made  by  Government-sponsored  agencies  have  increased  sub- 
stantially. 


notes,  and  loans  secured  by  chattel  mortgages.  Data  are  lacking  to 
make  precise  estimates  on  this  class  of  debts  but  it  appears  probable 
that  the  total  is  about  3.5  billion  dollars,  or  nearly  two-thirds  as  much  as 
the  outstanding  real  estate  debt.  The  total  of  loans  extended  to  farmers 
by  banks  and  other  institutions,  outstanding  on  January  1,  1944,  is 
estimated  to  have  been  2.4  billion  dollars  (fig.  6).  One  sizable 
portion  of  this  debt  was  the  700  million  dollars  owed  by  farmers  on 
nonrecourse  notes  in  connection  with  activities  of  the  Commodity 
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Credit  Corporation.  The  non-real-estate  debt  outstanding  to  other 
Government  agencies  totaled  750  million  dollars  (fig.  7).  Id  addi- 
tion to  loans  held  which  were  guaranteed  by  the  Commodity  Credit 
Corporation,  commercial  banks  held  loans  amounting  to  907  million 
dollars  (a  decline  from  about  1,100  million  dollars  on  January  1, 1942). 


Commercial  bank  loans  guaranteed  by  the  C.C  .C 

Commodity  Credit  Corporation       

Farm  Security  Administration 
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Figure  7.— non- Real-Estate  Loans  to  Farmers  by  Federally  Sponsored 
agencies:  amounts  outstanding.  united  states.  1919-44 

Credit  for  agriculture  has  been  a  traditional  concern  of  the  Federal  Government 
but  the  formation  and  sponsorship  of  non-real-estate  credit  agencies  designed 
especially  to  serve  agriculture  has  become  of  particular  importance  only  since 
World  War  I.  Credit  was  extended  by  the  temporary  War  Finance  Corpora- 
tion during  the  agricultural  depression  of  1921-22.  The  permanent  Federal 
intermediate  credit  bank  system  was  established  as  a  discount  mechanism  in  1923. 
In  the  depression  of  the  early  thirties,  emergency  crop  and  feed  loans,  made 
sporadically  since  1918,  rapidly  expanded.  New  agencies  set  up  at  that  time 
were  the  Farm  Security  Administration,  the  Commodity  Credit  Corporation, 
and  those  under  sponsorship  of  the  Farm  Credit  Administration.  On  January 
1,  1944,  such  agencies  held  or  were  guarantors  for  over  1.4  billion  dollars  of 
non-real-estate  loans  to  farmers. 


In  World  War  I,  when  there  were  no  federally  sponsored  short- 
term  credit  agencies,  commercial  banks  were  virtually  the  sole  in- 
stitutional source  of  non-real-estate  credit  for  farmers.  In  July  1918, 
farmer  indebtedness  to  commercial  banks  was  2}{  billion  dollars. 
During  that  war,  farmers'  non- real-estate  debts  expanded  rapidly. 
From  the  spring  of  1914  to  July  1918,  short-term  debts  to  commer- 
cial banks  increased  56  percent.  After  the  end  of  the  war  non-real- 
estate  debt  rose  even  more  rapidly.      On  January  1,  1921,  the  amount 
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outstanding  was  nearly  2}{  times  as  great  as  at  the  beginning  of  the 
war. 

So  far  during  this  war  ample  credit  has  been  available  to  most 
farmers  for  their  production  needs.  Notwithstanding  the  large 
funds  available  in  country  banks  and  from  the  Government,  and  the 
fact  that  production  costs  have  risen  materially,  total  non-real-estate 
debt  outstanding  to  principal  institutions,  excluding  CCC  loans, 
increased  only  10  percent  during  the  4  years  ended  January  1,  1944. 
The  fact  is,  incomes  and  savings  have  so  improved  that  much  of 
the  operating  expense  of  agriculture  can  be  financed  without  borrowing 
money.  Whether  this  favorable  situation  may  continue  will  depend 
largely  upon  the  trend  of  income  in  relation  to  costs  of  production. 

The  existing  moderate  level  of  non-real-estate  indebtedness  is 
accompanied  by  a  reduction  in  the  number  of  borrowers  for  produc- 
tion purposes.  It  should  be  pointed  out,  however,  that  because  of 
expanded  operations  and  higher  production  costs  many  who  do  borrow 
have  much  larger  loans  than  before  this  war.  From  1940  to  1943 
the  average  size  of  loans  made  by  the  Production  Credit  System, 
Farm  Security  Administration,  and  the  Emergency  Crop  and  Feed 
Loan  Office  increased  44,  32,  and  29  percent  respectively.  Farmers 
in  most  instances  have  little  difficulty  in  paying  off  loans  with  current 
incomes.  But  there  is  an  element  of  danger  for  individuals  who  have 
greatly  expanded  short-term  loans.  A  crop  failure  or  a  sudden  drop 
in  prices  before  these  loans  are  repaid  could  leave  these  farmers  with 
an  excessive  debt  that  might  cause  serious  trouble. 

Economic  Forces— World  War  II  vs.  World  War  I 

Many  observers  expected  economic  developments  in  this  war  to  be 
much  as  they  were  in  World  War  I.  In  many  respects  the  economic 
forces  have  been  the  same  and  have  brought  similar  trends.  In  some 
instances,  however,  there  have  been  substantial  differences.  Farm 
real  estate  values  in  this  war  have  not  yet  reached  the  high  levels  of 
the  corresponding  periods  of  the  other  war,  notwithstanding  the 
same  rate  of  increase.  Debts  of  agriculture  as  a  whole  are  declining 
this  time  whereas  during  the  period  of  the  first  war  they  rose  sharply. 
Within  the  last  4  years,  farmers'  reserves  of  cash,  or  its  equivalent, 
have  reached  the  highest  figure  in  our  history.  Likewise,  inventory 
values  of  crops  and  livestock  have  expanded  rapidly  and  are  now 
generally  larger  than  those  on  hand  25  years  ago.  In  the  present 
period  we  have  had  especially  favorable  growing  conditions  and  a 
longer  upswing  in  the  livestock  cycle.  These  factors  have  helped  to 
swell  the  inventories  of  possessions  other  than  real  estate. 

Coincident  with  record  incomes  during  this  war,  farmers  have  been 
restricted  in  their  expenditures  by  a  national  economic  policy  that 
has  used  more  drastic  curbs  than  was  the  case  in  the  other  war. 
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These  dual  circumstances  have  resulted  in  an  accumulation  of  cash 
which  has  been  retained  by  the  farmers  as  reserves  in  the  form  of 
currency,  bank  deposits,  and  Government  bonds.  And,  of  course, 
this  high  net  income  has  made  possible  a  reduction  in  farm  debts. 

Land  prices  started  to  rise  from  a  lower  level  this  time  and  much 
of  the  rise  so  far  has  been  in  the  nature  of  a  recovery.  Also  the  dis- 
posal of  the  large  real  estate  holdings  of  credit  institutions  which  they 
had  acquired  during  the  depression,  has  had  a  stabilizing  influence 
on  prices. 

A  changed  attitude  on  the  part  of  farmers,  creditors,  and  the 
Government  has  played  its  part  in  shaping  things  differently  in  this 
war.  Before  World  War  I  agriculture  had  enjoyed  about  two  decades 
of  slowly  rising  prices  and  moderate  prosperity.  Many  thought  that 
the  high  prices  of  both  land  and  farm  products  which  developed 
during  that  war  would  continue.  That  optimism  stimulated  over- 
expansion  and  considerable  speculation,  which  gave  rise  to  heavy 
debt.  But  what  happened  after  the  collapse  of  prices  in  1921  brought 
about  a  great  change  in  the  attitude  of  most  prospective  buyers 
toward  the  future  of  land  and  commodity  prices.  The  whole  expe- 
rience had  a  sobering  effect  and  has  proved  to  be  a  real  restraint  on 
overexpansion  in  this  present  period. 

In  general,  the  farm  business,  despite  its  wartime  stimulation, 
apparently  reflects  reasonably  conservative  management  so  far  in 
this  war  period.  Agriculture  reflects  much  the  same  expansive 
influence  as  it  did  during  the  other  war  but  no  evidence  of  such  a 
large  use  of  borrowed  money  appears  this  time — at  least  so  far.  On 
the  contrary,  farmers  are  using  their  increased  incomes  to  pay  their 
debts,  and  put  their  business  in  a  generally  stronger  condition.  But 
all  of  the  circumstances  now  ruling  the  situation  serve  to  remind  us 
that  the  impact  of  modern  war  upon  all  basic  industries  is  very 
far  reaching;  that  the  forces  of  financial  inflation  have  by  no  means 
yet  run  their  course;  that  post-war  readjustments  historically  are 
on  the  down  side;  and  that  the  great  disaster  which  overtook  many 
farmers  as  well  as  other  businessmen  after  the  last  war  was  a  result 
of  their  overextended  debt  situation,  when  prices  and  incomes  fell. 

The  Post- War  View 

It  is  impossible  to  foretell  with  certainty  what  the  general  economic 
conditions  will  be  in  the  immediate  post-war  period.  Yet  they  will 
have  a  profound  effect  on  what  farmers  do  and  on  what  changes 
occur  in  the  consolidated  balance  sheet  of  agriculture. 

If  the  immediate  post-war  period  should  be  one  of  considerable 
confusion,  unemployment,  and  depression,  there  is  little  doubt  that 
farm  income  would  suffer  a  reduction  despite  such  price-support 
legislation  as  is  now  provided  for  that  period.     Should  this  occur, 
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the  balance  sheet  of  agriculture  would  undergo  extensive  change. 
It  would  be  reasonable  to  expect  shrinkage  of  greater  or  lesser  degree 
in  all  farm  assets  and  probably  some  increase  in  debt.  The  nature 
and  degree  of  changes  in  assets  and  debts  would  depend  on  the 
severity  of  the  decline  in  the  demand  for  farm  goods  and  in  their 
prices.  They  would  also  depend  on  the  duration,  or  prospects  of 
duration,  of  the  lower  farm  income  which  would  result  from  the 
reduced  demand  and  lower  prices. 

If,  on  the  other  hand,  the  immediate  post-war  period  is  one  of 
high  industrial  activity  and  sustained  farm  income,  farmers  may  be 
inclined  to  overlook  impending  readjustments  that  will  be  necessary 
as  wartime  demand  and  price  supports,  which  were  extended  into 
the  immediate  post-war  period,  expire.  This  attitude  may  lead  to 
further  expansion  of  agricultural  facilities  after  the  fighting  ceases, 
resulting  in  rising  physical  inventories,  rising  debt,  and  falling  cash 
assets.  In  a  situation  of  this  kind  a  land  boom  and  a  feverish  reaching 
for  manufactured  goods  at  excessive  prices  could  easily  develop. 

Forces  which  tend  to  generate  a  land  boom  are  now  numerous  and 
strong.  Farm  income  is  high;  interest  rates  are  low;  general  require- 
ments as  to  payments  are  relatively  easy;  rising  values  in  themselves 
are  a  stimulant;  holders  have  larger  equities,  which  often  encourage 
them  to  buy  additional  tracts ;  and  farmers  have  in  hand  much  more 
purchasing  power  than  formerly.  Moreover,  returning  veterans  who 
use  the  credit  provisions  of  recent  legislation  may  become  an  influen- 
tial factor  in  the  land  market. 

Another  development  that  could  cause  extensive  change  in  the 
farm  financial  structure  would  be  injudicious  buying  of  new  goods 
and  equipment  at  excessively  high  prices.  This  buying  could  be 
done  with  cash  balances  built  up  during  the  war  years  and  with 
credit.  What  gives  point  to  this  possibility  is  the  very  large  accumu- 
lation of  needs  which  will  exist  when  the  fighting  stops.  To  make 
postponed  repairs  on  houses,  barns,  fences,  etc.,  and  maintain  their 
current  condition  otherwise,  annual  expenditures  of  650  million 
dollars  would  appear  to  be  necessary  for  several  years.  Wartime 
wear  and  tear  or  rising  costs  may  greatly  increase  this  amount. 
Then  substantial  sums  are  needed  for  modernization.  Expenditures 
for  farm  machinery  will  be  large.  Filling  the  needs  for  motor 
vehicles  alone  at  the  end  of  1944  might  call  for  well  toward  a  billion 
dollars.  Large  sums  may  be  spent  for  household  equipment  and 
furnishings,  particularly  for  electrical  appliances.  Surveys  and  data 
procured  in  other  ways  indicate  that  of  the  total  spending  the 
farmers  have  in  mind  for  the  2  immediate  post-war  years,  7  to  8 
percent  will  be  for  household  goods. 

In  short,  the  stage  will  be  set  for  a  possible  aggressive  program 
of  farm  spending  immediately  after  the  war.     To  the  extent  that 


30  MISC.    PUBLICATION    5  5  8,    U.    S.    DEPT.    OF   AGRICULTURE 

such  expenditure  adds  to  the  effective  operation  of  farms  the  financial 
structure  will  be  further  strengthened.  But  to  the  extent  that 
farmers  reach  for  goods  that  are  excessively  high  in  price  and  that 
may  prove  to  be  inappropriate  for  later  post-war  needs,  they  will 
reduce  the  liquidity  of  their  financial  position  without  making  com- 
pensating gains  in  adjustment  to  post-war  conditions. 

Flexibility  of  Farmers'  Finances  May  Aid  Later  Post-War 

Adjustments 

The  rapid  growth  of  quick  assets — deposits,  currency,  and  Govern- 
ment bonds — plus  the  reduction  in  debt  has  added  an  unusual  element 
of  flexibility  to  the  farmer's  financial  position.  Certainly  this  gain 
in  flexibility  will  facilitate  many  of  the  readjustments  which  farmers 
may  have  to  make  after  the  war.  At  no  time  since  World  War  I 
have  farmers  as  a  whole  been  so  well  prepared  financially  to  make 
such  changes  as  may  become  desirable  in  their  methods  of  operation 
or  in  types  of  farming. 

The  readjustments  that  farmers  will  face  in  the  later  post-war  period 
will  be  due  in  part  to  conversion  (made  necessary  by  differences  in 
war  and  peacetime  demands)  which  was  postponed  in  the  immediate 
post-war  period;  in  part  they  will  be  due  to  maladjustments  of  longer 
standing  which  the  war  did  not  create  and  which  peace  will  not  correct 
but  only  accentuate. 

Those  who  during  the  war  turned  to  heavy  production  of  crops  like 
edible  dry  beans,  rice,  hemp,  soybeans,  and  peanuts  probably  will 
have  to  make  some  readjustments.  The  same  holds  true  for  some 
growers  of  great  staples  like  wheat  and  cotton.  This  may  involve 
shifts  into  other  types  of  farming  as  well  as  changes  designed  to  lower 
costs  of  production.  Whether  such  readjustments  can  be  readily 
made  will  depend  in  part  upon  how  successfully  farmers  have  retained 
the  liquid  assets  they  built  up  during  the  war. 

This  whole  question  of  flexibility  in  the  conduct  of  farm  operations — 
an  advantage  derived  particularly  from  the  accumulation  of  liquid 
assets  and  from  the  reduction  of  debt  during  the  war — will  have  a 
considerable  bearing  upon  farm  income  and  the  financial  structure  in 
future  years.  The  ability  to  respond  easily  to  changed  conditions  is 
very  important  to  the  financial  welfare  of  the  farm  business,  and  the 
whole  Nation  benefits  when  resources  can  be  readily  directed  to  the 
production  of  the  goods  that  are  most  in  demand. 

We  may  well  be  entering  a  new  period  of  profound  changes  in  mar- 
kets for  agricultural  products.  It  is  important  not  only  to  individual 
farmers  but  to  the  whole  national  economy  that  farm  resources  be 
conserved  so  as  to  be  able  to  meet  these  post-war  problems  success- 
fully. 
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Future   Financial   Structure  Dependent  Upon  National  Policies 

No  amount  of  adjustment  by  individual  farmers,  short  of  general 
curtailment,  will  avail  to  maintain  a  prosperous  agriculture  unless 
with  the  help  of  judicious  national  policies  we  are  able  to  develop 
peacetime  markets  of  greater  absorptive  power  than  existed  before 
the  war.  Maintaining  a  demand  for  farm  products  at  a  level  that  will 
permit  satisfactory  earnings  to  the  present  farm  population  will  be 
dependent  on  (1)  achieving  a  high  level  of  domestic  purchasing  power 
based  on  full  industrial  employment  and  (2)  the  development  of  a 
substantial  volume  of  international  trade. 

The  ability  of  the  domestic  market  to  take  agricultural  products  at 
profitable  prices  under  wartime  conditions  has  astonished  many.  If 
it  is  possible  to  maintain  a  high  level  of  purchasing  power  in  the  hands 
of  the  nonfarm  segment  of  the  population,  a  very  large  part  of  what 
the  present  agricultural  establishment  can  produce  will  be  bought  at 
home,  at  prices  that  will  maintain  farm  income  at  satisfactory  levels. 
The  conditions  under  which  a  high  level  of  purchasing  power  can  be 
achieved  have  been  discussed  elsewhere  and  are  not  part  of  this  study. 
Here  it  is  sufficient  to  emphasize  the  truth  that  the  farmers'  interest 
in  high  industrial  activity  is  second  only  to  that  of  nonfarm  workers 
themselves.  In  an  economy  based  on  exchange,  the  prosperity  of 
those  who  buy  is  essential  to  the  prosperity  of  those  who  sell.  This 
is  true  alike  of  domestic  and  foreign  trade. 

Essential  conditions  for  the  expansion  of  our  foreign  trade  include: 
First,  a  policy  of  reducing  or  removing  the  barriers  that  now  exist 
against  a  large  variety  of  imports;  and  second,  assistance  through  long- 
term  credits  and  provision  of  capital  goods  to  rebuild  as  speedily  as 
possible  the  mutilated  production  systems  of  the  warring  and  oc- 
cupied countries.  Each  in  its  own  way  would  provide  purchasing 
power  to  potential  foreign  buyers  of  our  products.  The  lack  of  such 
purchasing  power  in  the  form  of  dollar  exchange  before  the  outbreak 
of  the  war  was  a  major  cause  of  the  unsatisfactory  status  of  our  ex- 
port trade. 

Summary 

This  examination  of  possible  post-war  developments  in  the  financial 
structure  of  agriculture  has  emphasized  the  impermanent  character 
of  any  given  balance  sheet  and  its  susceptibility  to  change  induced  by 
developments  both  within  agriculture  and  without.  A  close  relation- 
ship exists  between  changes  in  the  flow  of  farm  income — actual  or 
prospective — and  changes  in  various  items  on  the  balance  sheet.  It 
is  a  two-way  influence.  Changes  in  farm  income  alter  the  financial 
structure  whereas  reciprocally,  the  financial  structure  helps  to  de- 
termine farm  income  through  its  influence  on  the  ability  of  farmers  to 
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adjust  their  operations  to  changing  conditions  of  demand  and  cost. 
Moreover,  the  analysis  suggests  that  prospects  of  future  income 
influence  the  financial  condition  of  farmers,  leaving  an  imprint  on 
the  balance  sheet  as  from  time  to  time  they  cause  changes  in  the 
value  of  land  and  other  durable  assets,  and  as  they  induce  farmers 
to  alter  inventories  of  physical  goods,  spend  or  hoard  cash,  pay  off 
or  incur  debt. 

Any  factor,  therefore,  that  influences  post-war  farm  income  will 
also  influence  the  post-war  financial  structure  of  agriculture.  The  way 
in  which  farmers  adjust  their  operations  to  post-war  conditions  is  such 
a  factor.  National  policies  that  influence  demand  for  farm  products 
both  at  home  and  abroad  are  other  factors.  So  are  national  policies 
that  affect  the  supply  of  farm  products  or  their  costs  of  production. 

Most  of  these  policies  will  influence  farm  income  through  their 
effects  on  the  price  structure.  Prices  exert  very  great  influence  on  the 
financial  condition  of  agriculture.  On  the  one  hand,  they  are  major 
determinants  of  farm  income  and  through  it  they  work  changes  in 
the  assets  and  equities  of  farmers.  On  the  other  hand,  they  affect 
directly  the  valuations  of  important  farm  assets.  It  is  this  intimate 
relationship  between  prices  and  financial  condition  which  makes  the 
behavior  of  prices  a  matter  of  special  concern  to  farmers. 
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